
IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS

MARK ROYAL and VICKI ROYAL, )
)

Plaintiffs, )
)

v. ) No.
)

AMERICAN INTERNATIONAL ) JURY DEMANDED
INSURANCE COMPANY )

)
Defendant. )

COMPLAINT FOR DECLARATORY JUDGMENT,
BREACH OF CONTRACT, INJUNCTIVE AND OTHER RELIEF

Plaintiffs Mark Royal and Vicki Royal (“Royals” or “Plaintiffs”), by and through their

attorneys, Greenberg Traurig, LLP, and for their Complaint against Defendant American

International Insurance Company (“Defendant” or “AIIC”) allege as follows:

NATURE OF THIS ACTION

1. This is an action for, declaratory judgment, breach of contract and for other relief

with respect to benefits due under a Homeowners Insurance Policy issued by AIIC to Plaintiffs

for losses arising on or about April 24, 2007 as a result of Plaintiffs’ home being repeatedly

sprayed by a skunk (the “Occurrence”).

2. Shortly after the Occurrence, Plaintiffs submitted a claim for coverage under a

Homeowners Insurance Policy issued by AIIC to Plaintiffs. Although AIIC initially accepted

coverage and paid certain benefits, AIIC has refused to pay the entire range of benefits owing

and due to Plaintiffs under the Homeowners Insurance Policy issued by AIIC to Plaintiffs. In so

doing, and throughout the entire history of Plaintiffs’ claim for coverage, AIIC, through its agent

AIG Private Client Group (“AIG PCG”), AIIC’s claim servicing and handling unit, has

vexatiously and unreasonably delayed payment of hundreds of thousands of dollars of benefits
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due and owing under the Homeowners Insurance Policy, has asserted Policy defenses that do not

exist, has completely failed to implement an appropriate remediation protocol, and has instructed

the Plaintiffs to hire contractors that were not prepared or experienced to remediate skunk odor

from the Plaintiffs’ home and furnishings.

3. Plaintiffs bring this lawsuit to recover benefits owing and due under the

Homeowners Insurance Policy issued by AIIC to Plaintiffs and for additional damages arising

out of AIIC’s vexatious and unreasonable handling of Plaintiffs’ claim under their insurance

policy.

THE PARTIES

4. Plaintiffs Mark Royal and Vicki Royal are residents of the State of Illinois. At the

time of the Occurrence, Mark and Vicki Royal resided at 1526 Sheridan, Highland Park, Illinois.

The Occurrence giving rise to this lawsuit took place at 1526 Sheridan, Highland Park, Illinois.

5. Defendant AIIC is an insurance company organized under the laws of the State of

Delaware, with its principal place of business in New York, New York. At all times pertinent,

AIIC was, and is, licensed to do business and was, and is, doing and transacting business in Lake

County, Illinois.

6. AIG PCG was, and is, AIIC’s claim service and handling unit providing claims

handling, processing and payment (or not paying, as the case may be) services for the claims for

which relief has been sought herein. At all relevant times, AIG PCG was acting on behalf of

AIIC.
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JURISDICTION AND VENUE

7. Pursuant to 28 U.S.C. § 1332(a), this Court has jurisdiction of this matter under

diversity of citizenship jurisdiction because Plaintiffs are not citizens of the State in which AIIC

is a citizen and seek damages in excess of $75,000.

8. Pursuant 28 U.S.C. § 1391(a), venue is proper in this Court as a substantial part of

the events giving rise to Plaintiffs’ claims occurred in Lake County, Illinois.

THE INSURANCE POLICY AND ADMITTED COVERAGE

9. AIIC issued Homeowners Policy No. HO 0000302989 (the “Policy”) to Mark and

Vicki Royal for the Policy Period September 12, 2006 through September 12, 2007. A true and

correct copy of the Policy is attached hereto as Exhibit A.

10. The Policy provides coverage for all risks of direct physical loss or damage to

Plaintiffs’ Dwellings, one of which was, and is, located at 1526 Sheridan, Highland Park, IL

60035 (the “Property”), Other Permanent Structures and Contents, as those terms are defined in

the Policy. (Exhibit A, Declarations Page and pp. 1-2).

11. The Policy defines Occurrence, in pertinent part, as “a loss or an accident, to

which this insurance applies, . . . which occurs during the Policy Period and results in personal

injury or property damage.” (Exhibit A, p. 1).

12. The Policy defines Property Damage as “physical injury to, destruction of, or loss

of use of tangible property and the resulting loss of its use.” (Exhibit A, p. 2).

13. The Policy affords Guaranteed Rebuilding Cost Coverage for loss or damage to

the Dwelling at issue in this case in the amount of $1,148,500. (Exhibit A, Declarations Page

and p. 2).
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14. Under the Policy, Guaranteed Rebuilding Cost Coverage means that, for a

covered loss, AIIC will pay the reconstruction cost of Plaintiff’s home or other permanent

structures, for each occurrence, even if the amount is greater than the amount shown on the

Declarations Page. (Exhibit A, p. 2) (emphasis added).

15. The Policy Defines Reconstruction Cost as “the lesser of the amount at the time of

the loss required to:

a. Restore or repair a structure; or
b. Replace or rebuild a structure at the same location; with materials of like

kind and quality.

(Exhibit A, p. 2 ).

16. Under the Policy, if a loss occurs to Contents located at a residence with Content

coverage, AIIC will pay up to the coverage limit for Contents for that location, for each

Occurrence. (Exhibit A, p. 3). The Policy affords coverage for loss or damage to Contents in

the amount of $700,000. (Exhibit A, Declaration Page).

17. The Policy defines Contents as “personal property owned by, or in the possession

of, you or a family member.” (Exhibit A, p. 1).

18. The Policy also affords unlimited additional coverage for Additional Living

Expenses:

If a covered loss makes your residence uninhabitable, we cover any
reasonable increase in living expense incurred by you to maintain your
household’s usual standard of living. Payment will continue for the
shortest reasonable amount of time necessary to restore your residence to a
habitable condition or for your household to permanently locate
elsewhere.

. . .

We will also pay reasonable expenses associated with the kenneling of
your domestic animals only.

(Exhibit A, p. 4).
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19. The Policy also affords additional coverage for Precautionary Repairs:

[W]e will pay the reasonable expenses you incur, for necessary repairs to
protect your residence against future loss.

(Exhibit A, p. 5).

20. The Policy also affords additional coverage for Debris Removal:

We will pay the reasonable expenses to remove debris of a covered loss
and the property that caused that covered loss.

(Exhibit A, p. 5).

21. The Policy also affords additional coverage for Lock Replacement:

We will pay for the cost of replacing the locks in a residence listed on the
Declarations Page if the keys to that residence are lost or stolen.

(Exhibit A, p. 5).

22. The Policy also affords additional coverage for Rebuilding to Code:

We will pay the extra expenses to obey any law or ordinance that regulates
the repair, rebuilding or demolition of property damaged by a covered
loss.

(Exhibit A, p. 5).

23. The Policy also affords additional coverage for Property Removal for

Safekeeping:

We will pay for any reasonable expenses incurred for the moving and
storing of contents from a residence because the contents are in danger as
a result of a covered loss.

(Exhibit A, pp. 5-6).

24. On or about April 24, 2007, Plaintiffs’ home was repeatedly sprayed by a skunk

that had created a maze of tunnels under the front porch of Plaintiffs’ home. The skunk was not

extracted from Plaintiffs’ home for about two weeks.

25. The Occurrence is a loss covered under the Policy.
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26. On April 26, 2007, Plaintiffs submitted notice of the Occurrence to AIIC and

made a claim under the Policy for losses and damage resulting from the Occurrence (“Claim”).

27. On May 24, 2007, AIIC accepted coverage for Plaintiffs’ Claim under the Policy.

In so doing, AIIC did not assert any specific defense to coverage under the Policy.

28. At no time since accepting coverage has AIIC identified any specific coverage

defense under the Policy related to the Occurrence, the nature of the Occurrence, the timeliness

of the Claim, or any other aspect of the Loss for which it would be reserving its rights to deny or

limit coverage.

29. On February 5, 2008, AIIC wrongfully denied coverage asserting that the Royals

committed “fraud” by taking action to mitigate the skunk odor from their home, after AIIC had

repeatedly accused the Royals for “failing to mitigate,” and after the Royals specifically advised

AIIC of the actions they were taking.

BACKGROUND FACTS

30. Plaintiffs and their children were forced from their home by the skunk’s odor.

31. In addition to being ejected from their home, Plaintiffs’ personal property was

removed from Plaintiffs’ home and either discarded or sent for decontamination processing as

determined and directed by AIIC or its representatives.

32. Between April and July of 2007, every one of the consultants selected by AIIC to

eradicate the skunk odor from the Royals’ home failed to do so.

33. On August 8 and 10, 2007, respectively, AIIC, knowing that the Royals’ home

was uninhabitable and, therefore, uninsurable, sent a Notice of Cancellation of the Policy to the

Royals. Immediately thereafter, AIIC sent a Notice of Non-Renewal to the Royals, cutting off

coverage for the Royals’ home as of September 12, 2007.
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34. Plaintiffs pleaded with AIIC not to cancel their Policy while their home was

uninhabitable and asked AIIC to renew the Policy for one year. Instead, AIIC merely extended

the Royals’ Policy for an arbitrary 30-day period.

35. Plaintiffs then sought the intervention of the Illinois Division of Insurance (the

“Insurance Division”) and appealed AIIC’s wrongful cancellation and non-renewal of their

Policy.

36. On October 23, 2007, the Insurance Division informed AIIC that it had violated

Illinois law in connection with the non-renewal of the Royals’ Policy and instructed AIIC to

renew the Policy for another full year.

AIIC’S UNMITIGATED FAILURE TO REMEDIATE PLAINTIFFS’ HOME

37. Shortly after the Claim was made on April 26, 2007, AIIC identified Art Brown,

as its principal representative for handling Plaintiffs’ Claim. Mr. Brown identified Frank

Martino, of L.J. Shaw & Company, as the independent adjuster on whom AIIC would rely to

adjust the Claim. At all relevant times, Mr. Martino was authorized to act on behalf of and was,

in fact, acting on behalf of AIIC.

38. AIIC controlled virtually every aspect of how the Royals’ Claim would be

addressed. Despite the fact that it had no right under the Policy to do so, AIIC directed which

contractors would be hired to remediate the skunk odor from Plaintiffs’ home. However, AIIC

never identified any consultants who either specialized in or had experience with remediating

skunk odor. Serv Pro, Inc. was one of the contractors that AIIC instructed Plaintiffs’ to use.

39. As part of AIIC’s initial response on or about April 26, 2007, Mr. Martino and/or

Serv Pro determined that all of Plaintiffs’ personal property including, for example, carpeting,
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blinds, mattresses, pillows, luggage, and any other like-items, should be removed from Plaintiffs’

home and thrown out.

40. On or about April 27, 2007, Serv Pro, with the approval of Mr. Martino, began

stripping the Royals’ home of all of its contents, furnishings, appliances, curtains, carpeting, and

ceiling tiles.

41. On or about April 27, 2007, Mr. Martino and/or Serv Pro declared that various

items such as all appliances, mattresses, pillows, luggage, carpeting, and like items were a total

loss and disposed of them, including all items and goods that contained plastic.

42. Mr. Martino and/or Serv Pro also determined that certain portions of drywall and

other building materials, including basement ceiling tiles must be removed.

43. Without any expertise or guidance to support its approach, AIIC directed and/or

permitted the contractors to perform the remediation of Plaintiffs’ home.

44. Apparently recognizing that the skunk odor had already seeped into the drywall

and ceiling tiles, the contractors began to remove portions of drywall from certain rooms of the

house. The contractors did not remove all the drywall in the house, or all the drywall in a

particular room, or even all the drywall on a particular wall. Rather, they arbitrarily removed

various portions in various places.

45. Later, AIIC authorized the further removal of drywall and other building materials

from the Royals’ home in an effort to eliminate the skunk odor.

46. AIIC’s chosen contractors also injected a variety of harsh solvents and chemicals

into Plaintiffs’ home. These products were not designed for and were ineffective products and

techniques for remediating skunk odor. Moreover, at no time during the months of April, May,
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June, July and August 2007 did AIIC or any of its chosen contractors provide the Royals with a

comprehensive remediation plan or strategy.

AIIC Wrongly Declares the Skunk Odor Eradicated

47. On or about May 31, 2007, AIIC representatives, Jeremy Nachreiner and Art

Brown, trespassed into Plaintiffs’ home while Plaintiffs were not present. Plaintiffs are unaware

of precisely what Mr. Nachreiner and Mr. Brown did while they were in Plaintiffs’ home alone,

but afterwards, Mr. Nachreiner and Mr. Brown pronounced that they “detected only a very slight

skunk odor in the basement closet.”

48. Then, on June 28, 2007, AIIC wrote that the “skunk smell has been eradicated.”

49. Plaintiffs were so astonished at these pronouncements that they implored AIIC to

obtain an expert’s opinion, rather than merely rely on their own noses.

50. AIIC agreed to hire an expert solely to answer the question of whether the home

still smelled of skunk odor. On July 18, 2007, AIIC’s counsel wrote that AIG PCG agrees to use

Dr. Hirsch Friday to determine whether the skunk smell has been eradicated from the building.”

Dr. Alan Hirsch, of the Smell and Taste Research Foundation, based in Chicago, Illinois, is a

leading expert in the field who has consulted for the Illinois Environmental Protection Agency

and the Illinois Attorney General’s Office.

51. On or about July 20, 2007, Dr. Hirsch and his team of specialists conduct a blind

odor panel and took scientific readings during their inspection of the Royals’ home.

52. In a report dated July 27, 2007, Dr. Hirsch’s findings confirmed that Plaintiffs’

home was filled with skunk odor and noxious chemical odors that caused a physical reaction to

those present at the home. A true and correct copy of Dr. Hirsch July 27, 2007 Report is

attached as Exhibit B. Specifically, Dr. Hirsch concluded:
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In summary, the tests conducted demonstrated very substantial
levels of odors in the primary and secondary locations. This was
clearly the odor of skunk. […] The skunk odor was noted
immediately upon entering the house and the level of skunk odor
combined with the other construction and restoration odors is so
high as to be trigeminal irritants and is equivalent to what I would
see at a house located next to a landfill site.

(See Exhibit B, p. 6).

53. After AIIC attempted to criticize and improperly interpret Dr. Hirsch’s findings,

Dr. Hirsch confirmed and clarified his findings in a follow-up report dated August 28, 2007, a

true and correct copy of which is attached as Exhibit C, to make it abundantly clear that the

Royals’ home was filled with skunk odor:

It was evident to all investigators present on July 20, 2007 that the Royal
house was encumbered by a miasma of malodor that was skunk in nature.
This was readily apparent upon initially entering the residence when
investigators were overcome by the noisome undeniably skunk effluvium
which was of such high intensity, that it induced trigeminal stimulation
with irritation of eyes, tearing and throat irritation. The skunk malodor
was pervasive throughout the house and all sites tested except in the last
room examined (home office).

(See Exhibit C, p. 1). A copy of Dr. Hirsch’s follow-up report was provided to AIIC.

54. Further, Dr. Hirsch concluded that all prior efforts at remediation had clearly

failed and that an “aggressive” remediation plan was required, which would include the home’s

foundation:

Given the duration of elapse from initial contamination and
significant subsequent level of odor, despite efforts at remediation,
it is evident that the contamination persists. The efforts at
remediation and encapsulation have not, to date, been very
effective at this site and I would encourage aggressive efforts at
remediation. Until such odor removal is able to be performed, I
would strongly encourage evacuation until such time as the odor
dissipates or is eliminated (which, I base on my past experience,
could be as long as up to three years). Aggressive remediation
approach, including that of the foundations and all that the odor
has impregnated, should be attempted.
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(See Exhibit C, p. 2).

AIIC’s Retention of an Insurer-Friendly
Consultant to Contradict Dr. Hirsch’s Expert Report

55. Rather than accept the findings of Dr. Hirsch and begin to discuss a remediation

plan consistent with Dr. Hirsch’s opinions, AIIC immediately began attacking the qualifications

of Dr. Hirsch and the appropriateness of his findings and went so far as to deny that it had agreed

to hire Dr. Hirsch or that it agreed to rely on his findings.

56. Upon receipt of Dr. Hirsch’s report, AIIC engaged in a frantic search for another

consultant and hired Martin L. King (“King”) to contradict Dr. Hirsch’s findings. In a letter

dated August 22, 2007, four months after the Claim was made, AIIC claimed that it had found a

skunk expert who had worked on “20 - 30 skunk cases.” AIIC tried to pass off Mr. King as

independent, claiming that he has worked for “plaintiffs and defendants” and wrongly stating

that Mr. King had “no bias toward any person or industry.”

57. Upon information and belief, and contrary to AIIC’s written representations, Mr.

King sat, and may still sit, on a board for Claims Magazine, the leading magazine for

property/casualty insurance claims professionals and corporate risk managers.

58. During an interview with Plaintiffs’ counsel, AIIC’s counsel, and Mr. Nachreiner,

Mr. King admitted that he worked for AIIC or its affiliated insurance companies before, and that

the “principal part of [his] business” is claims, adjusting and/or appraisal work for insurance

companies. When asked by AIIC’s counsel whether he also worked for homeowners, Mr. King

unequivocally stated that he does not like to work for homeowners.

59. When asked to do so, Mr. King was unable to provide a reference for any one of

the 20 skunk cases on which he allegedly worked. Although Plaintiffs subsequently requested
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such references, neither AIIC nor Mr. King have since been able to provide a single credible

reference for one of Mr. King’s skunk remediation cases.

60. Concerned about the apparent bias Mr. King had in favor of insurance companies

and against homeowners, and despite Mr. King’s inability to provide any skunk remediation

references, Plaintiffs nevertheless agreed to let Mr. King inspect Plaintiffs’ home.

61. Rather than work with Plaintiffs’ schedule, AIIC arbitrarily scheduled the King

inspection for August 31, 2007.

62. Although Plaintiffs advised AIIC that they were not available on that date, and

advised AIIC not to have Mr. King come in for the requested inspection, AIIC ignored the

Royals, flew Mr. King in for the inspection, and threatened to cut off Plaintiffs’ Additional

Living Expenses if the home was not made available for inspection on August 31, 2007. Under

this threat, Plaintiffs were forced re-arrange their schedules to make the residence available to

Mr. King for inspection on August 31, 2007.

63. AIIC claimed that Mr. King would provide an “on-the-spot” remediation protocol

and instructed the Royals to have their contractor present that day to discuss the “on-the-spot”

remediation protocol.

64. On August 31, 2007, Mr. King visited Plaintiffs’ home. Unlike Dr. Hirsch’s team

of odor specialists, Mr. King did not conduct any testing of the air. Mr. King did not take any

samples of building materials. Mr. King did not take any scientific readings or measurements of

any kind. Rather, Mr. King merely walked around sniffing the walls, dirt and air.

65. Surprisingly, Mr. King did not provide any “on-the-spot” remediation protocol

and did not speak with the Royals’ contractor who was present. In fact, AIIC, at the outset of
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Mr. King’s inspection, instructed that no one would speak to Mr. King at all. Mr. King left

without offering any advice whatsoever.

66. Prior to Mr. King’s arrival at the Royals’ home, AIIC advised that Mr. King

would have to return to the home to do further inspection and to speak with Dr. Hirsch. Mr.

King has never returned to the Royals’ home and has never spoken with Dr. Hirsch.

67. For weeks the Royals heard nothing from AIIC. On or about September 20, 2007,

three weeks after inspecting Plaintiffs’ home, Mr. King devised what he believed was a

remediation protocol which he shared with AIIC but not with the Royals.

68. Even though AIIC agreed that Mr. King was not going to opine on whether the

home smelled like skunk, Mr. King stated in his report that AIIC asked him to do just that. Mr.

King opined that the home did not smell of skunk.

69. Mr. King did not devise an “aggressive” remediation plan as Dr. Hirsch had

concluded was necessary. Instead, Mr. King, concluded that all the skunk odor in the entire

home could be remediated through the application of Kraebaum’s formula, a liquid solution; to a

very limited area of the home -- basically, one wall in two rooms of the home. Option 1

involved blindly spraying a liquid solution into the wall cavity from the inside of the home,

while Option 2 involved removing the brick veneer and applying the same liquid solution from

the exterior of the home.

70. Mr. King determined that this minimalist and localized treatment would solve the

problem even though Mr. King was unable to make any determination that the area he

recommended for treatment harbored any skunk odor.
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71. To support his conclusions, Mr. King relied on and attached to his report two

scientific articles relating to the chemistry and neutralization of skunk odor. Both of those

articles were authored by William F. Wood, a Chemistry Professor at Humboldt State University.

72. On October 1, 2007, AIIC tendered a check in the amount of $11,920 for the cost

of implementing Mr. King’s recommendations. AIIC also informed Plaintiffs that coverage

under the Policy would end on December 9, 2007 and that Additional Living Expenses would be

cease as of that date as AIIC had arbitrarily determined that Mr. King’s remediation protocol

could be accomplished, and Plaintiffs’ house could be put back together, by that date.

Professor Wood - The Expert On Whom AIIC Relied - Debunks King’s Recommendations

73. Plaintiffs raised serious questions about the efficacy of Mr. King’s proposals with

AIIC which AIIC refused to address. The Royals made numerous requests to discuss with AIIC

the apparent problems and inconsistencies in Mr. King’s report, as well as Mr. King’s

recommendations. AIIC refused.

74. Soon thereafter, Plaintiffs asked Professor Wood if Mr. King’s protocols for

eradicating the skunk odor from Plaintiffs’ home would be effective. Professor Wood reviewed

Mr. King’s Report, Dr. Hirsch’s Reports, and additional materials, and provided his opinions

regarding Mr. King’s protocols in a report dated October 25, 2007, a true and correct copy of

which is attached as Exhibit D).

75. In his report, Professor Wood explained the science behind skunk odor and how it

interacts with building materials. Professor Wood also explained the scientific and practical

reasons why the formula and protocols proposed by Mr. King would be ineffective in

remediating the skunk odor from Plaintiffs’ home.
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76. Professor Wood concluded that both of the options recommended by Mr. King

would fail to remediate the skunk odor from Plaintiffs’ home. Professor Wood also concluded

that Mr. King’s conclusion that his protocols would “preclude” the possibility of any return of

the odor was “without any factual basis or support.”

77. Professor Wood also explained that Kraebaum’s formula “will not work for skunk

spray that has drifted over a large area or is trapped in a house.”

78. Professor Wood also concluded that the only way to ensure timely eradication of

the skunk odor, other than waiting an indeterminate period of time for the skunk odor to dissipate

from the home, is to remove the additional building materials containing the skunk odor.

Professor Wood determined that this could include removal of the concrete foundation, sub-

floor, wood, beams, and paint that had been exposed to the skunk odor.

79. After weeks of refusing to do so, AIIC finally agreed to meet with the Royals on

October 30, 2007. On that date, Plaintiffs submitted Professor Wood’s report to AIIC,

explaining that Mr. King’s protocols were doomed to failure. Plaintiffs also advised AIIC that in

light of Dr. Hirsch’s and Professor Wood’s reports, they were going to move forward with

removing additional building materials in order to eradicate the skunk odor.

80. In addition, on October 30, 2007, the Royals informed AIIC that the Village of

Highland Park required that the Royals obtain architectural drawings and permits before work

could be commenced on the Royals’ home, and that the permitting process would take at least 6

weeks. For this reason, the Royals explained that the December 9, 2007 date on which AIIC

would cut-off the payment of Additional Living Expenses was unrealistic. To date, AIIC has

completely ignored this fact and has refused to pay any funds for the architectural drawings - the

prerequisite for obtaining permits.
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81. At the October 30, 2007 meeting, AIIC had promised to get back to the Royals

with an immediate response but did not respond or instruct Plaintiffs not to proceed. On

November 8, 2007, Plaintiffs again notified AIIC that they were moving forward with removing

the building materials in an attempt to mitigate the skunk odor.

82. More than 2 weeks after their meeting on November 15, 2007, AIIC informed

Plaintiffs that it disagreed with Professor Wood’s analysis and report and that it would not

reimburse Plaintiffs for any costs associated with removing the additional building materials.

Involvement of the Illinois Division of Insurance

83. Around this time, the Insurance Division began to address AIIC’s failure to

eradicate the skunk odor from the structure of the Royals’ home.

84. A highly experienced representative from the Insurance Division recommended

that the parties allow the Insurance Division to identify and select the consultant(s) qualified to

identify the extent to which the structure of the Royals’ home was still contaminated with skunk

odor and the process by which that odor would be eradicated.

85. The Insurance Division’s objective was to segregate the issue of how the structure

of the home would be remediated from the remainder of the Royals’ Claim. So, in November,

both AIIC and the Royals agreed to place the issue of how the home would be remediated in the

hands of the Insurance Division and on a track separate from the remainder of the Royals’ Claim.

86. Then, on or about December 7, 2007, the Royals agreed, at the request of the

Insurance Division, that they would suspend further work on removing building materials. That

same day, AIIC agreed that it would continue to make payments as they were obligated to do so

under the Policy.
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87. On or about January 14, 2008, after trying for two months, the Division of

Insurance advised AIIC and the Royals that it was unable to locate an independent consultant for

the project. This news was very disappointing for the Royals as they had hoped that the

Insurance Division’s independent consultant could develop a plan to provide a conclusive

strategy for eradicating the skunk odor.

88. The Insurance Division stated that it was unsure how to move forward. The

Royals were equally unsure what to do as they had been effectively put on hold.

AIIC’s Wrongful Denial of Plaintiffs’ Claim

89. On November 8, 2008, the Royals tendered two reconstruction estimates which

would ensure that the skunk odor would be remediated from Plaintiffs’ home. One estimate was

for tearing down the home and rebuilding it. The second estimate was for removing the majority

of building materials from the home and then reconstructing the home. Both of these approaches

were consistent with the scientific experts’ opinions. AIIC flatly refused to approve, or even

discuss, either of these options.

90. Then, on January 18, 2008, the Royals advised AIIC that their efforts for reducing

the skunk odor -- through the removal of additional building materials -- had met with some

success. They also advised AIIC that they were exhausted by the turmoil and constant stress that

controlled their lives the longer they were out of their home.

91. The Royals advised AIIC that they were so desperate to get their lives back

together that they were willing to consider simply reconstructing their home even though they

were unsure whether the skunk odor was completely eradicated.

92. On January 22, 2008, Plaintiffs submitted to AIIC a commercially reasonable

estimate for reconstructing their home. AIIC asked to view the home to confirm that the January
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22, 2008 estimate accurately reflected the work that needed to be done. Plaintiffs agreed to make

their home available, as they had always done, on January 28, 2008.

93. Although Plaintiffs repeatedly asked AIIC who would be coming to their home on

January 28, 2008, AIIC refused to answer.

94. On January 28, 2008, a group of four AIIC representatives showed up along with

surprise consultant, William Burns; AIIC refused to disclose what Mr. Burns was planning on

doing and refused to explain why AIIC declined to previously disclose his participation in the

process.

95. AIIC’s inspection confirmed that the commercially reasonable estimate accurately

reflected the work that needed to be done to reconstruct Plaintiffs’ home.

96. This was the third, and least expensive alternative, that the Royals submitted to

AIIC for the eradication of the skunk odor from their home.

97. However, on February 5, 2008, AIIC sent a letter wrongfully denying the Royals’

Claim (“Denial Letter”), even though the costs were expressly covered under the Guaranteed

Rebuilding Cost coverage provision in the Policy. A true and correct copy of the Denial Letter is

attached as Exhibit E.

98. Demonstrating AIIC’s complete lack of understanding of skunk odor, AIIC wrote,

“AIIC has consistently disputed that any skunk thiols contaminated the interior of the home

based upon its previous inspections and consultants [sic] reports.” (See Exhibit E, p. 1).

However, if skunk thiols were never present in the “interior of the home” then there never would

have been any skunk odor in the home to begin with and, therefore, no reason for AIIC to have

directed that the entire contents of the home be removed, that drywall and other building
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materials be torn out, that appliances be thrown out, and that all the Royals’ clothing and

accessories be chemically processed.

99. AIIC also asserted that the Royals had a “duty to allow for timely inspections and

to provide all material evidence related to any claimed property damage.” (See Exhibit E, p. 2).

However, the only provisions of the Policy to which AIIC referred -- Part IV, A., 4, 5 and 6 --

have not been breached by the Royals and nothing in the Denial Letter supports AIIC’s position.

100. There is no “duty to allow for timely inspections.” Part IV of the Policy only

requires the Royals to “show the damaged property” “as often as [AIIC] reasonably requires.”

The Royals have shown the property as often as AIIC has required, even when AIIC’s requests

were not reasonable.

101. Contrary to AIIC’s assertion in the Denial Letter, there is no “duty” in Part IV of

the Policy to “provide all material evidence related to any claimed property damage.”

102. In the Denial Letter, Mr. Brown, on behalf of AIIC, went on to accuse the Royals

of “concealment” and “fraud” for allegedly failing to advise AIIC of their efforts to eradicate the

odor from their own home. (See Exhibit E, pp. 3-4). After months of warning the Royals that

they had a “duty to mitigate” the skunk odor, AIIC used the fact that the Royals took affirmative

steps to mitigate the skunk odor as its justification for denying coverage. In addition, AIIC

claims to have had no prior knowledge despite being informed on October 30, November 8, and

again on December 6-7 that the Royals were continuing the process, initially started by AIIC, of

removing building materials.

103. In the Denial Letter, AIIC also stated that the Royals must file this lawsuit by

April 26, 2008. (See Exhibit E, p. 5). AIIC clearly misstates the Policy requirement.
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104. AIIC also denied Plaintiffs’ Claim under the Additional Living Expenses

coverage provision to the extent Plaintiffs’ Claim was based on expenses incurred after February

5, 2008.

AIIC’s Continuing Delay Tactics

105. Between April and August 2007, AIIC failed or refused to search for and/or

identify what it believed was a consultant that had any experience with skunk odor remediation,

and only sought out such a consultant after receiving the July 27, 2007 report of Dr. Hirsch.

106. After promising an “on-the-spot” remediation plan from Mr. King on August 31,

AIIC waited another month before instructing the Royals on the work recommended by Mr.

King for which AIIC would pay. AIIC did not provide the Royals with this information until

October 3, 2007, in a letter which it back-dated to October 1, 2007.

107. Then, AIIC repeatedly refused to meet with the Royals to discuss a plan for

remediating their home, claiming there was nothing to talk about, for the entire month of

October, finally agreeing to meet on October 30, 2007.

108. On October 30, 2007, AIIC promised to immediately respond to the scientific

report of Professor Wood. AIIC again went silent for more than two weeks.

109. After AIIC and the Royals agreed to permit the Insurance Division to identify an

independent consultant to advise the parties on a remediation plan, both AIIC and the Royals

agreed to wait and take no further action.

110. Then, on February 6, 2007, the day after sending the Denial Letter, the Director of

Insurance of the State of Illinois asked both AIIC and the Royals to agree to a meeting to discuss

a solution.

111. The Royals immediately agreed to such a meeting. AIIC did not.
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112. On or about February 21, 2008, AIIC finally informed the Director of Insurance

that it would meet on March 7, 2008. The Royals agreed to a meeting on that date.

113. On Friday, February 22, 2008, during a call with the Director of Insurance to

discuss the upcoming meeting, AIIC abruptly canceled the March 7, 2008 meeting, claiming that

an in-house lawyer for AIIC (who had no prior involvement with the Claim) was not available.

During that call, AIIC raised, for the first time, that Plaintiffs’ law firm, Greenberg Traurig, LLP

had a conflict of interest that precluded its continued representation of the Royals. Nonetheless,

the Director of Insurance asked AIIC to work with the Royals on agreeing to a meeting date

while the parties addressed the purported conflict issue.

114. On Monday, February 25, 2008, Plaintiffs provided AIIC with 11 alternative dates

to re-schedule the meeting. AIIC never responded.

115. On February 27, 2008, Plaintiffs again asked AIIC to agree on a date in March to

meet with the Director of Insurance to discuss a resolution to Plaintiffs’ Claim. AIIC never

responded.

116. On February 29, 2008, Greenberg Traurig, after carefully considering AIIC’s

assertion of the purported conflict of interest, specifically informed AIIC of the many reasons

why it did not have a legal conflict. In addition, Greenberg Traurig pointed out that AIIC had

waived any legal conflict issue by waiting nine months to first assert it.

117. On March 4, 2008, AIIC responded to Greenberg Traurig’s February 29, 2008

letter but failed to address any of the arguments set forth in that letter.

118. On March 6, 2008, Greenberg Traurig reiterated its position in writing, and

requested that the parties meet with the Director of Insurance, as previously agreed upon, in

order to come up with a resolution for Plaintiffs’ Claim.
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119. On March 12, 2008, AIIC abandoned its prior reason for asserting a conflict of

interest and offered new but inaccurate information to assert that Greenberg Traurig had a legal

conflict. AIIC went even further, recommending that the Royals find other counsel to represent

them.

120. On March 27, 2008, Greenberg Traurig once again advised AIIC that it had no

legal conflict and explained why the facts and the law could not support such an assertion. In the

same letter, Greenberg Traurig requested that AIIC agree to re-schedule the meeting with the

Director of Insurance.

121. Three weeks passed and AIIC did not agree to any meeting and did not provide

any substantive response to the March 27, 2008 letter.

122. Then, on Friday, April 18, 2008, almost two months after it first raised the

purported conflict of interest issue and only a few days before the Royals were required to file

this lawsuit, AIIC called to say that it was not going to assert any objection to Greenberg

Traurig’s continued representation of the Royals and would not seek to disqualify the firm from

representing the Royals.

123. Throughout this two-month “conflict of interest” period, AIIC refused to agree to

any meeting with the Director of Insurance and ceased making payments required under the

Policy for the Royals’ Additional Living Expenses.

AIIC’S FAILURE TO PROPERLY ADDRESS AND REMEDIATE
PLAINTIFFS’ CLAIM FOR DAMAGE TO THEIR PERSONAL PROPERTY

124. AIIC repeatedly changed the agreements made on May 15, 2007. For example,

the parties agreed that Serv Pro would remove the balance of the Plaintiffs’ belongings and clean

the hard surfaces in the home. Then, Mr. Martino decided to use Design Construction Concepts

(DCC) for cleaning, reconstruction and the overall management of the process, so that one
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company would be responsible. The very next day, AIIC decided that Serv Pro would no longer

handle the moving of the Plaintiffs’ belongings but that a company called Universal would

remove the balance of the items and clean them. Then, on the same day that the Royals hired

Universal, Mr. Martino again reversed course, and instructed the Plaintiffs not to use Universal

but Great Lakes Restoration.

125. From the outset of Plaintiffs’ Claim, Mr. Martino immediately determined that the

Plaintiffs’ appliances were unsalvageable, or “toast” as he described it as the plastic and/or

fiberglass insulation had been exposed to the skunk odor. Accordingly, relying upon Mr.

Martino’s determinations, the appliances were disposed of.

126. Then, on May 17, 2007, Mr. Brown reversed course by stating the appliances

should instead be “cleaned.” Upon information and belief, Mr. Brown knew that the appliances

had been disposed of when he wrote his May 17, 2007 letter.

127. Similarly, AIIC required that Plaintiffs’ personal property, including clothing, be

cleaned.

128. The Royals did not want their clothing to be cleaned in the traditional way (i.e.,

the manner in which smoke and fire damaged clothing are cleaned). Without any knowledge that

the “cleaning” process would be effective for skunk odor, and after being specifically warned by

the Royals that it would not be effective, AIIC insisted that all the Royals’ clothing, towels,

linens, shoes, belts, accessories, etc., be processed.

129. On May 23, 2007, the Royals advised AIIC that the sample of clothing that was

“cleaned” by AIIC’s chosen contractor harbored a horrible chemical odor as bad as the skunk

odor which had previously permeated the clothing. Moreover, the processing specifically caused

those clothes to be “crispy or crunchy” and/or “discolored.” Accordingly, the Royals
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specifically requested that no further “cleaning” of their clothing be conducted until a more

appropriate process could be identified. Despite being told in writing that the Royals did not

authorize any more cleaning of their clothing, AIIC continued with chemical processing of

Plaintiffs’ clothing.

130. AIIC forced Plaintiffs to have their clothes “cleaned” by threatening the Royals

that the Policy required that the clothes be processed and that their failure to do so would be a

failure to mitigate damages and, therefore, a breach of the Policy.

AIIC’S REPEATED FAILURES TO TIMELY
PAY COVERED ELEMENTS OF THE CLAIM

131. At no time during the pendency of Plaintiffs’ Claim has AIIC voluntarily paid

amounts it is obligated to pay under the Policy without the involvement of Plaintiffs’ insurance

broker or attorney.

132. At various times during the pendency of Plaintiffs’ Claim, Plaintiffs submitted

receipts and invoices to AIIC for living and other expenses incurred by Plaintiffs during the

attempted remediation of Plaintiffs’ home and personal property.

133. Rather than fulfilling its contractual obligations to timely pay the submitted

receipts and invoices, AIIC delayed payment of the receipts and invoices and failed, at times, to

make payment altogether.

134. Despite various letters, e-mails, and meetings requesting that AIIC address

Plaintiff’s outstanding Claim amounts (i.e., whether they would be accepted and paid or denied),

and after repeated promises on the part of AIIC to do so, AIIC repeatedly failed or refused to

timely respond to the Plaintiffs’ requests.

135. Even when AIIC affirmatively promised to make payments on amounts submitted

by Plaintiffs within a certain amount of time, AIIC failed to do so.
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136. For example, during a meeting requested by Plaintiffs on July 17, 2007, AIIC

agreed to pay all outstanding and uncontested receipts by July 20, 2007. At the time, AIIC’s

representative, Mr. Nachreiner, specifically stated that the invoices and receipts submitted in

May of 2007 had been reviewed and would be addressed immediately. AIIC failed to do so.

137. Also, at the July 17, 2007 meeting, AIIC agreed to review the estimate for repairs

to the dwelling that the Royals had agreed to provide to AIIC the following day. On July 18,

2007, the Royals, as promised, provided those estimates. AIIC, however, did not respond or pay

in a timely manner.

138. Then, on August 17, 2007, during a telephone conference, Mr. Nachreiner

promised that AIIC’s payments related to the estimates submitted on July 18, 2007 would be

provided “within 15 minutes” after the conclusion of the call. They were not. AIIC was

reminded of its commitment five days later, but AIIC still provided no response. Moreover, in

their September Statement of Loss, AIIC continued to ignore the July 18, 2007 estimates among

other items. It was not until their purported “final payment” and Statement of Loss of October 3,

2007 that AIIC finally addressed the July 18, 2007 estimates.

139. As another example, in late July, Plaintiffs submitted an additional $56,000 of

additional living expense invoices for AIIC’s consideration and payment. (For example, rent for

the month of August had not yet been paid even though it was due on the first of the month.)

The Royals asked that payment be made, in light of the prior extended delays, within 48 hours.

No such payment was forthcoming.

140. Instead, on August 28, 2007, AIIC’s lawyer sent a letter indicating that they were

still “reviewing” the outstanding receipts.
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141. AIIC’s delays and missed deadlines became so significant that Plaintiffs forced

AIIC to sign a Memorandum of Understanding on August 31, 2007 (the “MOU”). A true and

correct copy of the MOU is attached hereto as Exhibit F.

142. In the MOU, AIIC again promised to review submitted receipts and pay the

Royals for the outstanding amounts no later than September 5, 2007. Most importantly, AIIC

agreed that if it failed to pay uncontested amounts and/or provide a good faith basis for denying

the remaining amounts by that date, AIIC would waive any right to contest the validity of the

receipts offered.

143. Despite its agreement to do so, AIIC failed to address the receipts that had been

outstanding in good faith. Rather, AIIC denied the overwhelming majority of the receipts

submitted in July raising a variety of “questions,” the answers to which AIIC already knew or

did not need.

144. The most salient example is AIIC’s failure to pay in excess of $5,000 for the

kenneling of the Royals’ dog while they were living in a hotel. Not only did AIIC unjustifiably

discount the actual amount of the invoice by $3,000, it also asked for the date of the invoice

which was plainly visible on the face of the receipt itself. Even though AIIC was repeatedly

advised of this egregious failure multiple times in writing, they have, to date, still not fully

reimbursed the Royals for the kenneling of their pets even though the Policy specifically

provides coverage for all kenneling expenses.

145. On October 17, 2007, AIIC wrote to Plaintiffs that AIIC had “paid everything

owed to the Royals.”

146. Remarkably, at the October 30, 2007 meeting, AIIC professed ignorance as to

what items had been submitted but not yet paid. AIIC then asked the Royals to spend their time
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and money to have their counsel prepare yet another list of outstanding items that had not been

addressed by AIIC. Also during the meeting, Mr. Nachreiner admitted to having received on

September 4, 2007, a listing of personal property for which the Royals needed to be reimbursed

amounting to approximately $47,000 -- a list of items which AIIC had simply ignored.

147. Then, on November 8, 2007, Plaintiffs sent AIIC another letter enclosing

information and receipts documenting additional outstanding items and expenses incurred by

Plaintiffs as a result of the Occurrence that had yet to be paid by AIIC, and identifying numerous

items AIIC failed to take into account in properly evaluating their Claim. Some of the items

resubmitted on November 8, 2007 had previously been submitted as early as July 2007.

148. Rather than paying the expenses identified in the November 8, 2007

correspondence, AIIC simply responded that it was “reviewing” the submitted items.

149. On December 7, 2007, AIIC agreed with the Insurance Division that it would

make all payments due under the Policy while the Insurance Division sought a consultant that

could assist the parties with a solution to the Claim. AIIC did not make those payments as

promised.

150. On December 19, 2007, Plaintiffs, once again, sent AIIC a letter requesting that

AIIC pay the items and expenses identified in the November 8, 2007 letter, noting, once again,

that the identified items and expenses were outstanding and had not been paid for many months.

151. It took AIIC another two months to address Plaintiffs’ November 8, 2007 letter.

In its January 11, 2008 letter, AIIC remarkably made numerous false statements as well as

statements which directly contradicted and belied the prior positions taken by AIIC in refusing to

make payments required under the Policy.
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First Claim for Relief Against AIIC
(Declaratory Judgment – Duty to Pay or Reimburse

Plaintiffs for Benefits Owing and Due Under The Policy)

152. Plaintiffs repeat the allegations set forth in paragraphs 1 through 156, as if fully

set forth herein.

153. AIIC is obligated under the Policy to pay or reimburse in full Plaintiffs’ Claim

under the Guaranteed Rebuilding Cost, Contents, Additional Living Expenses and other

coverage provisions for losses arising out of the Occurrence.

154. The Royals have complied with all of their duties and obligations under the Policy

and, in particular, have made the home available whenever AIIC has demanded access.

155. AIIC has failed to acknowledge, accept or undertake its obligations to pay or

reimburse in full their legal liabilities in connection with Plaintiffs’ Claim

156. AIIC’s assertion of “concealment” and “fraud” is not supported by any facts that

have been asserted as AIIC was informed in advance of the Royals’ plans. Further, the Policy

and Illinois law limits the application of the purported “fraud.”

157. An actual and justiciable controversy presently exists between Plaintiffs and AIIC

under the Policy concerning AIIC’s obligations to pay or reimburse in full legal liabilities arising

out of the claims asserted by the Plaintiffs as set forth herein.

Second Claim for Relief Against AIIC
(Breach of Contract Under the Policy)

158. Plaintiffs repeat the allegation set forth in paragraphs 1 through 156, as if fully set

forth herein.

159. The Policy is a valid and binding insurance policy.
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160. All conditions to AIIC’s performance have been satisfied or performed by

Plaintiffs, or their performance is or has been waived or excused by the conduct of AIIC or by

operation of law.

161. AIIC has breached its contractual obligations to Plaintiffs as alleged herein,

including those set forth in the Policy, by:

a. Failing or refusing to fully undertake its obligations to pay or reimburse

Plaintiffs for loss and/or damage to Plaintiffs’ personal property;

b. Failing or refusing to fully undertake its obligations to pay or reimburse

Plaintiffs for loss and/or damage to Plaintiffs’ Contents, as that term is defined in the Policy;

c. Failing or refusing to fully undertake its obligations to pay or reimburse

Plaintiffs for their Additional Living Expenses; and

d. Wrongfully applying storage and moving costs to the limited Contents

coverage provided by the Policy.

162. AIIC has also breached its contractual obligations by denying Plaintiff’s claim

under the Guaranteed Rebuilding Cost coverage provision in the Policy.

163. The costs and/or estimates were submitted to AIIC on November 8, 2007 and

December 19, 2007.

164. As a direct and proximate result of AIIC’s material breaches of contract, which is

continuing to at least the date of this Complaint, AIIC has deprived Plaintiffs of the benefit of the

insurance coverage for which AIIC was paid substantial premiums.

165. As a result of all the foregoing conduct, AIIC has breached the implied covenant

of good faith and fair dealing and inherent in every contract.
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166. Plaintiffs have complied with and fully performed all applicable terms and

conditions under the Policy, including payment of premiums and fulfilling their duties to

cooperate and mitigate.

167. No exclusion to coverage applies to bar coverage under the Policy.

168. In the alternative, the performance of or compliance with such duties, terms and

conditions has been waived by AIIC’s failure to reserve any specific coverage defense or

otherwise excused by the conduct of AIIC or by operation of law.

169. As a direct and proximate result of AIIC’s material breaches of contract, Plaintiffs

have sustained damages in an amount in excess of $75,000 and such damages are continuing.

Plaintiffs also are entitled to all other direct, indirect, consequential, special and compensatory

damages as a result of AIIC’s material breaches of contract.

170. As a direct and proximate result of AIIC’s material breaches of contract, AIIC is

estopped from enforcing, and therefore may not enforce, against Plaintiffs any contractual

obligation, limitation or exclusion set forth in the Policy, including without limitation any

provision purporting to exclude certain types of damages, or any provision purporting to impose

on Plaintiffs a duty to cooperate or to mitigate damages, or similar obligations.

Third Claim for Relief Against AIIC
(Anticipatory Breach of Contract Under the Policy)

171. Plaintiffs repeat the allegations set forth in paragraphs 1 through 156, as if fully

set forth herein.

172. AIIC has repudiated their contractual obligations set forth in the Policy by

indicating that it does not intend to honor its contractual obligations to Plaintiffs. AIIC, inter

alia, has indicated that it does not intend: (i) to fully pay Plaintiffs for damage to Plaintiffs’

personal property; (ii) to fully reimburse Plaintiffs for Additional Living Expenses and Contents
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coverage; and (iii) to otherwise undertake fully, without reservation, its contractual obligations

with respect to Plaintiffs’ Claim; and (iv) fully reimburse Plaintiffs for all the receipts submitted

and which have yet to be submitted.

173. The foregoing conduct by AIIC has rendered Plaintiffs insecure and has caused

Plaintiffs reasonably to believe that AIIC will not perform its contractual obligations to Plaintiffs

as and when due.

174. Plaintiffs have performed all duties under the Policy, have complied with and

fully performed all applicable terms and conditions under the Policy, including payment of

premiums and fulfilling their duties to cooperate and mitigate, and are entitled to the full benefits

and protections of the Policy with respect to their Claim.

175. In the alternative, the performance of or compliance with such duties, terms and

conditions has been waived or otherwise excused by the conduct of AIIC or by operation of law.

176. As a direct and proximate result of AIIC’s anticipatory breach of contract,

Plaintiffs have sustained damages in an amount in excess of $75,000 and such damages are

continuing. Plaintiffs also are entitled to all other direct, indirect, consequential, special and

compensatory damages as a result of AIIC’s anticipatory breach of contract.

Fourth Claim for Relief Against AIIC
(Vexatious and Unreasonable Conduct - Section 155 of the Illinois Insurance Code)

177. Plaintiffs repeat the allegations set forth in paragraphs 1 through 156, as if fully

set forth herein.

178. AIIC, as Plaintiffs’ insurer, has an implied obligation to act in good faith and fair

handling in processing Plaintiffs’ claims for insurance coverage under the Policy.

179. AIIC, via its claim servicing unit, AIG PCG, acted, and continues to act, as the

claim handler with respect to the claim asserted by Plaintiffs under the Policy. In that role, AIIC,
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through its claim servicing unit, AIG PCG, has primary control over Plaintiffs’ claim and has

undertaken all of the claim handling functions.

180. AIIC, through its claim servicing unit, AIG PCG, has engaged in a pattern of

conduct designed to deny Plaintiffs the value of the insurance coverage purchased from AIIC.

181. For nearly a year, AIIC, through its claim servicing unit, AIG PCG, has

vexatiously and unreasonably delayed providing Plaintiffs with benefits owing and due under the

Policy.

182. For nearly a year, AIIC, through its claim servicing unit, AIG PCG, has

vexatiously and unreasonably delayed, and has otherwise failed, to pay benefits owing and due

under the Guaranteed Rebuilding Cost Coverage provision in the Policy.

183. For nearly a year, AIIC, through its claim servicing unit, AIG PCG, has

vexatiously and unreasonably delayed, and has otherwise failed, to pay benefits owing and due

under the Contents coverage provision in the Policy.

184. For nearly a year, AIIC, through its claim servicing unit, AIG PCG, has

vexatiously and unreasonably delayed, and has otherwise failed, to reimburse Plaintiffs for their

Additional Living Expenses.

185. For nearly a year, AIIC, through its claim servicing unit AIG PCG, failed to

affirm or deny liability on claims made within a reasonable time in violation of its duties

pursuant to 50 Ill. Admin. Code tit. 50, §919.50(a).

186. For nearly a year, AIIC, through its claim servicing unit AIG PCG, has failed to

offer payment within 30 days after affirmation of liability in violation of its duties pursuant to Ill.

Admin. Code tit. 50, §919.50(a).

187. For nearly a year, AIIC, through its claim servicing unit, AIG PCG, has engaged
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in improper claims practice in violation of 215 ILCS 5/154.5 and 5/154.6. Such conduct

includes, but is not limited to, the following:

(a) Misrepresenting the Royals’ obligations under the Policy;

(b) Misrepresenting the time in which AIIC would take certain actions
required of it under the Policy;

(c) Failing to promptly resolve Plaintiffs’ claim;

(d) Forcing Plaintiffs to make repeated demands for payments before taking
any action;

(e) Forcing Plaintiffs to use certain contractors which had an economic or
other advantageous relationship with AIIC;

(f) Forcing Plaintiffs to use certain contractors that did not have the expertise
to perform the work requested of them or who otherwise performed sub-
standard work;

(g) Forcing Plaintiffs to use certain contractors that engaged in unreasonable
business practices;

(h) Failing and/or refusing to disclose the location of Plaintiffs’ personal
belongings and property despite repeated requests for that information;

(i) Knowingly permitting or acquiescing to the surreptitious videotaping of
the Plaintiffs while they attempted to inspect their personal belongings and
property;

(j) Failing and/or refusing to make timely payments of Additional Living
Expenses as required under the Policy;

(k) Failing and/or refusing to direct its untimely payments of Additional
Living Expenses to the address identified by Plaintiffs for receipt of same;

(l) Forcing Plaintiffs to take certain actions which caused more damage to
their personal property, despite the Plaintiffs advising AIIC that the
“cleaning” methods at issue would be ineffective and destructive; and;

(m) Asserting that Plaintiff’s counsel, Greenberg Traurig, LLP had a legal
conflict of interest that precluded its continued representation of the
Royals without ever providing a basis for that assertion.

188. For nearly a year, AIIC’s conduct, through its claim servicing unit, AIG PCG, has
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been vexatious, unreasonable, willful and in reckless disregard of the legitimate interests of

Plaintiffs under the Policy.

189. As a direct result of the foregoing conduct, Plaintiffs have suffered, and are

entitled, under Section 155 of the Illinois Insurance Code, 215 ILCS 5/155, to recover their

reasonable attorneys’ fees, costs and statutory damages in excess of $75,000 to be proven at trial.

Fifth Claim for Relief Against AIIC
(Trespass the Chattel)

190. Plaintiffs repeat the allegations set forth in paragraphs 1 through 156, as if fully

set forth herein.

191. On the date of the Occurrence, Plaintiffs were owners and maintained possession

of a large amount of clothing, linens, accessories, towels, footwear,

192. In April 2007, AIIC directed Plaintiffs to have Evans Cleaners (“Evans”) “clean”

Plaintiffs’ clothes and other textiles that had been exposed to the skunk odor.

193. On April 27, 2007, Evans removed certain clothes from Plaintiffs’ home and used

certain carcinogenic formulas to “clean” the clothes.

194. Upon information and belief, Evans subjected the Royals’ clothing, accessories,

towels, linens, footwear, etc., to repeated chemical processing as the skunk odor was difficult, if

not impossible, to eliminate.

195. In May, 2007, Plaintiffs received a sample of the items “cleaned” by Evans. The

clothes smelled of skunk and other chemicals. Plaintiffs specifically instructed AIIC that it

should not further process their clothing and other textiles.

196. Ignoring Plaintiffs’ instructions, AIIC argued that all of the Plaintiffs’ belongings

had to be subjected to the chemical processing.
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197. The majority of Plaintiffs’ clothing and other textiles were ruined as a result of

Evans’ chemical processing and reprocessing.

198. Certain items of Plaintiffs’ clothing were no longer salvageable even though such

items were new, unused and/or minimally used.

199. A number of Plaintiffs’ shoes were also destroyed though the cleaning process.

The majority of the affected shoes were crunchy, crispy, misshaped and/or stained.

200. In addition, because certain items of Plaintiffs’ clothing had sentimental value,

Plaintiffs expended additional costs in an attempt to restore said items. Plaintiffs’ attempts to

restore these items of clothing were ultimately unsuccessful.

201. At all relevant times, Plaintiffs have been the owners of the clothing that Evans

subsequently processed and/or reprocessed.

202. On April 27, 2007 and July 20, 2007, Evans, under the direction of AIIC,

removed clothing from Plaintiffs’ possession in order to “process” and/or “reprocess” the items.

203. On October 30, 2007, Mr. Nachreiner specifically stated that Plaintiffs’ clothing

and other items should never have been processed in the first instance.

204. But for and by reason of AIIC’s unlawful detention and treatment and processing

of Plaintiffs’ personal property Plaintiffs have sustained the damages in excess of $75,000 and

such damages are continuing.

Sixth Claim for Relief Against AIIC
(Violation of the Illinois Consumer Fraud and Deceptive Trade Practices Act)

205. Plaintiffs repeat the allegations set forth in paragraphs 1 through 156, as if fully

set forth herein.

206. As part of its efforts to sell insurance policies to Plaintiffs and other insureds,

AIIC represented to Plaintiffs and other insureds that it would promptly and fairly investigate all
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claims made under its policies, and would promptly pay its insureds for all losses within policy

coverage.

207. As part of its efforts to sell homeowner insurance policies to Plaintiffs and other

insureds, AIIC represented to Plaintiffs and other insureds that, in the event of a disaster or of an

occurrence covered under the policies, it would fulfill its contractual obligations under the

policies and restore Plaintiffs and other insureds to their pre-loss state and/or condition.

208. At all times relevant, AIIC has engaged in a practice of not paying promptly and

completely claims made under policies which AIIC knew were due and owing to its insureds.

209. At all times relevant, AIIC has engaged in a practice of delaying the payment of

proper claims as a means of causing its insureds to negotiate with AIIC for settlement payments

which are less than the full and fair value of the insured’s claims.

210. At all times relevant, AIIC has engaged in a practice of delaying the payment of

proper claims as a means of causing its insureds to negotiate with AIIC for settlement of valid

claims for amounts less than the amounts required to restore the insured to their pre-loss state

and/or condition.

211. AIIC concealed and omitted to disclose its practice of attempting to settle and

negotiate valid claims for amounts less than the losses suffered by its insureds.

212. AIIC’s misrepresentations violate the Illinois Consumer Fraud and Deceptive

Trade Practices Act in that they misled the Plaintiffs and caused Plaintiffs to believe that they

had purchased insurance coverage from AIIC which would promptly and fully indemnify the

Plaintiffs for any loss within the Policy limits and coverage.
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213. As a result of the foregoing conduct, Plaintiffs have sustained damages in excess

of $75,000, plus costs of filing this action, including reasonable attorneys’ fees under Section 8

of the Consumer Fraud and Deceptive Trade Practices Act.

PRAYER FOR RELIEF

WHEREFORE, Plaintiffs demand judgment as follows:

1. That this Court determine and declare that AIIC is obligated to pay or

reimburse in full Plaintiffs’ Claim under the Policy.

2. For Plaintiffs’ damages to be proven at trial;

3. For compensatory damages in an amount or amounts to be determined of

fact at trial, reasonable attorneys’ fees, costs, and statutory damages;

4. On all Claims for Relief, Plaintiffs are entitled to ancillary relief including:

(a) Such orders, including injunctive relief, as are necessary to

preserve this Court's jurisdiction over the parties and issues herein;

(b) Prejudgment and post-judgment interest according to law;

(c) Plaintiffs’ costs and expenses of this lawsuit; and

5. On all Claims for Relief, such other and further relief as this Court deems

just and proper.

PLAINTIFFS HEREBY DEMAND A TRIAL BY JURY.

Respectfully submitted,

MARK ROYAL and VICKI ROYAL

By: /s/ Anthony L. Abboud
One of Their Attorneys

Anthony L. Abboud
Paul A. Del Aguila
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Greenberg Traurig, LLP
77 West Wacker Drive, Suite 2500
Chicago, Illinois 60601
(312) 456-8435

CHI 56,851,298v7 4/23/2008
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